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the participant must request and ob-
tain the Secretary’s approval of the al-
teration. 

(d) Additional terms of deferment. The 
Secretary may prescribe additional 
terms and conditions for deferment 
under paragraphs (a), (b), and (c) of this 
section as necessary to carry out the 
purposes of the Scholarship Program. 

(e) Beginning of service after deferment. 
Any participant whose period of obli-
gated service has been deferred under 
paragraphs (a) or (b) of this section 
must begin the obligated service when 
the participant begins to provide 
health services in the health manpower 
shortage area to which he or she is as-
signed by the Secretary. This assign-
ment will be made by the Secretary as 
soon as possible following (1) the com-
pletion of the requested or required 
graduate training for which the 
deferment was granted, and (2) appoint-
ment as a Commissioned Officer in the 
Regular or Reserve Corps of the Serv-
ice or as a civilian member of the Na-
tional Health Service Corps. 

§ 62.10 What will happen if an indi-
vidual does not comply with the 
terms and conditions of partici-
pating in the scholarship program? 

(a) If a participant, other than one 
described in paragraph (b) of this sec-
tion, fails to accept payment or in-
structs the school not to accept pay-
ment of the scholarship provided by 
the Secretary, the participant must, in 
addition to any service or other obliga-
tion incurred under the contract, pay 
to the United States the amount of 
$1,500 liquidated damages. Payment of 
this amount must be made within 30 
days of the date on which the partici-
pant fails to accept payment of the 
scholarship award or instructs the 
school not to accept payment. 

(b) When a participant fails to main-
tain an acceptable level of academic 
standing, is dismissed from the school 
for disciplinary reasons, or voluntarily 
terminates the course of study or pro-
gram for which the scholarship was 
awarded before completing the course 
of study or program, the participant 
must, instead of performing any serv-
ice obligation, pay to the United States 
an amount equal to all scholarship 
funds awarded under § 62.7. Payment of 

this amount must be made within 3 
years of the date the participant be-
comes liable to make payment under 
this paragraph. 

(c) If a participant fails to begin or 
complete the period of obligated serv-
ice incurred under § 62.8, including fail-
ing to comply with the applicable 
terms and conditions of a deferment 
granted by the Secretary, the partici-
pant must pay to the United States an 
amount determined by the formula set 
forth in section 754(c) of the Act. Pay-
ment of this amount shall be made 
within 1 year of the date that the par-
ticipant failed to begin or complete the 
period of obligated service, as deter-
mined by the Secretary. 

§ 62.11 When can a scholarship pro-
gram payment obligation be dis-
charged in bankruptcy? 

In accordance with section 754(d)(3) 
of the Act, any payment obligation in-
curred under § 62.10 may not be dis-
charged in bankruptcy under title XI of 
the United States Code until 5 years 
after the date on which the payment 
obligation is due. 

§ 62.12 Under what circumstances can 
the service or payment obligation 
be canceled, waived or suspended? 

(a) Any obligation of a participant 
for service or payment will be canceled 
upon the death of the participant. 

(b)(1) A participation may seek a 
waiver or suspension of the service or 
payment obligations incurred under 
this part by written request to the Sec-
retary setting forth the bases, cir-
cumstances, and causes which support 
the requested action. The Secretary 
may approve a request for a suspension 
for a period of 1 year. A renewal of this 
suspension may also be granted. 

(2) The Secretary may waive or sus-
pend any service or payment obligation 
incurred by a participant whenever 
compliance by the participant (i) is im-
possible, or (ii) would involve extreme 
hardship to the participant and if en-
forcement of the service or payment 
obligation would be against equity and 
good conscience. 

(c) Compliance by a participant with 
a service or payment obligation will be 
considered impossible if the Secretary 
determines, on the basis of information 
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and documentation as may be required, 
that the participant suffers from a 
physical or mental disability resulting 
in the permanent inability of the par-
ticipant to perform the service or other 
activities which would be necessary to 
comply with the obligation. 

(d) In determining whether to waive 
or suspend any or all of the service or 
payment obligations of a participant as 
imposing an undue hardship and being 
against equity and good conscience, 
the Secretary, on the basis of informa-
tion and documentation as may be re-
quired, will consider: 

(1) The participant’s present finan-
cial resources and obligations; 

(2) The participant’s estimated future 
financial resources and obligations; 
and 

(3) The extent to which the partici-
pant has problems of a personal nature, 
such as physical or mental disability, 
terminal illness in the immediate fam-
ily which so intrude on the partici-
pant’s present and future ability to 
perform as to raise a presumption that 
the individual will be unable to per-
form the obligation incurred. 

§ 62.13 What are the limitations on the 
receipt of concurrent benefits? 

Under section 741(f) or 836(h) of the 
Act, the Secretary may agree to repay 
a portion of an individual’s educational 
loans in return for the individual’s 
agreement to practice his or her profes-
sion in an area in need of health man-
power. However, a Scholarship Pro-
gram participant may not enter into 
an agreement with the Secretary under 
section 741(f) or 836(h) of the Act, until 
either: 

(a) The participant has completed the 
service obligation under the Scholar-
ship Program, 

(b) The Secretary has recovered from 
the participant an amount determined 
under § 62.10, or 

(c) Any service or payment obliga-
tion has been waived under § 62.12. 

In no case shall a scholarship received 
under these regulations be considered 
an educational loan for the purposes of 
section 741(f) or 836(h) of the Act. 

§ 62.14 What are the special provisions 
relating to recipients of awards 
under the PH/NHSC scholarship 
training program who will also re-
ceive awards under the scholarship 
program? 

(a) Except as provided in paragraph 
(b) of this section, if a participant has 
previously received an award under the 
PH/NHSC Scholarship Training Pro-
gram and also receives an award under 
the Scholarship Program, the terms 
and conditions of these regulations will 
apply to the participant’s entire obli-
gation incurred under both the PH/ 
NHSC Scholarship Training Program 
and the Scholarship Program. 

(b) If a participant has received an 
award under the PH/NHSC Scholarship 
Training Program and also receives an 
award under the Scholarship Program, 
the following conditions apply: 

(1) Period of obligated service—carry 
over. The period of obligated service 
owed by the participant is equal to the 
total number of school years for which 
scholarship support was awarded under 
both the PH/NHSC Scholarship Train-
ing Program and the Scholarship Pro-
gram without regard to either Pro-
gram’s minimum support requirement 
under 42 CFR 62.7(a) (1976) as adopted 
on May 22, 1974 (see 39 FR 17962), and 
under § 62.8(c) of this part. 

(2) Credit for internship and residency 
training. (i) If a participant received a 
scholarship under the PH/NHSC Schol-
arship Training Program for any 
school year beginning before October 
12, 1976, the participant will receive 
credit toward satisfying the periods of 
obligated service incurred under the 
PH/NHSC Scholarship Training Pro-
gram and under § 62.8 of this part for 
any periods of internship or residency 
training served in a Service or Na-
tional Health Service Corps facility. 

(ii) If a participant received a schol-
arship for the first time during the 
1977–78 school year under the PH/NHSC 
Scholarship Training Program, the 
participant will only receive 1 year of 
credit toward satisfying the period of 
obligated service incurred under the 
PH/NHSC Scholarship Training Pro-
gram for internship or residency train-
ing served in a Service or National 
Health Service Corps facility. 
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